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i
INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

Sao

|

. To the Shareholders and Management of '
CTEEP - Companhia de Transmissdo de Energia Elétrica *Pauhsta

Paulo SP

L.

We have performed a special review of the accompanymg interim financial statements of
CTEEP - Companhia de Transmissdo de Energla Elétrica Paulista (the “Company”),
.consisting of the balance sheet as of September 30 2006, and the related statement of
income for the quarter and nine-month period. then ‘ended and the performance report, all
‘expressed in Brazilian reais and prepared in accordance with Brazilian a¢counting practices
under the responsibility of the Company’s management.

J;We conducted our review in accordance with specific standards established by the Brazilian

Institute of Independent Auditors (IBRACON), together with the Federal Accounting

Council, which consisted principally of: (a) inqui'ries of and discussions with persons

respon51ble for the accounting, financial and operatmg areas as to- the criteria adopted in
preparing the interim financial statements, and (b) review of the information and subsequent
events that had or might have had matenial effects on the financial position and results of
operations of the Company.

As described in Note 9, on June 30, 2006, the National Electric Power Agency (ANEEL)
published, on a provisional basis, Resolution No. 355 adjusting the Company’s revenues for
the pertod from July 1, 2006 to June 30, 2007, based upon ANEEL Technical Note No. 224,
which revised ANEEL’s understanding of PIS and COFINS (taxes on revenues) taxation for
electric power transmission concessionaires. This understandmg 1s in accordance with
Federal Revenue Service Regulatory Instruction No 658, of July 4, 2006, which is
applicable to this matter. The result of applying said .Techmcal Note is that the Company’s
revenues from agreements made prior to October 31 2003 -should be subject to PIS and
COFINS at the total rate of 3.65% instead of %25% adopted until May 31, 2006.
Accordingly, during the third quarter of 2006, the regulatory asset recorded by the Compa.ny
was reduced by R$ 88,696 thousand and, in counterﬁart the Company recorded credits on
PIS and COFINS that were overpaid beginning in;February 2004, totaling R$ 176,544
thousand. The result of these adjustments, after tax charges amounted to a net revenue of
RS 57 ,980 thousand for the quarter and nine-month penod ended September 30, 2006.

Based on our special review, we are not aware of any material modifications that should be
made to the interim financial statements referred to above for them to be in conformity with
Brazilian accounting practices and standards estabhshed by the Brazilian Securities
Commission (CVM), specifically applicable to the preparation of mandatory interim
financial statements.
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5. The statements of cash flows, included as supplemental information, for the quarter and
nine-month period ended September 30, 2006, contained in Note 27, are presented for
purposes of additional analysis and are not a reqmreg part of the basic financial statements.
Such statements have been subjected to the review procedures described in paragraph 2 and,
based on our review, we are not aware of any material modifications that should be made

for them to be fairly presented, in all material respects, in relation to the interim financial
‘statements taken as a whole.

' 6. As described in Note 25, in accordance with a decision rendered by the 49" Labor Court of

Sdo Paulo, beginning September 2005, Fundacio CESP started to process pension plan
benefit payments ruled by State Law No. 4 819/58 using funds passed through by the
Company, in the manner adopted until December 2003. In January 2006, the Attorney-
General of the State of Sio Paulo expressed the|opinion that the State government’s
responsibility is restricted to the State constltutlonal limits determined for payment of
pension plan benefits. Since then, the State govemment has disallowed part of the funds
passed through to the Company. The Company’ s management, supported by its legal
counsel, understands that the payment of benefits related to this pension plan is the State
government’s responsibility; consequently, no obhgatlon related to this plan is recorded in
the Company’s financial statements. ;

- 7. We had previously reviewed the balance sheet as of June 30, 2006, and 1ssued a special
review report thereon, dated August 4, 2006, men‘uomng the non-quantification of the
effects of the review of the treatment of PIS and COF INS, commented upon in paragraph 3.
In addition, we have reviewed the statements of income for the quarter and nine-month
period ended September 30, 2005, presented for Icomparatlve purposes, and issued an
unquallﬁed special review report thereon, dated November 4, 2005.

8. The accompanying interim financial statements have been translated into English for the

convenience of readers outside Brazil.
Dféér'/{z 5 we ha ) &,@a)/z(’ Qc\
DELOITTE TOUCHE TOHMATSU Mauricio Pjrés de Andrade Resende
Auditores Independentes Engagemént Partner

Sio Paulo, October 16, 2006
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. TRANSMISSAO
C U pAULISTA

CNPJ No. 02.998.611/0001-04
PUBLICLY-TRADED COMPANY

(Con'venience Translation into English from the Criginal Previously Issued in Portuguese)

i
[

BALANCE SHEETS AS OF SEPTEMBER 30, 2006 A?ND JUNE 30, 2006 - UNAUDITED
{In thousands of Brazilian reais - R$)

ASSETS

CURRENT ASSETS

Cash and cash equivalents
Cash and banks
Tamporary cash iNVesIMBNIS ... s

Accounts receivable
Consumers, concessionaires and permittess..........ocve el
IVEILOEIES. ......covenrrereeeie e ir s crre
Accounts receivable - S50 Paulo State Finance Department......................
Allowance for doubtful ACCOUNES. .......ccvrmrem et e
Recoverable taxes................o...
ESCIOW GBPOSIHE. ..o creveic ettt s e
[0 1T OO O U PRV PP TR

Propait @XPeNSES......cossiiiiismm st s s sbebtbstsas b s san b s

LONG-TERM ASSETS

Accounts receivable
Accounts receivable - S&o Paulo State Finance Department.........................
Sale of assets and MGHLS. ..o
Allowance for doubtful GEOLNMIS. ... .cooeevieienie ey e
Deferred income and sociat contribution taxes. ...
ESCrOW Q@POSIHS......cco oottt e iars s e e
[0k 1T OO OO PO PO

Prepaid expenses
Regulatory assets - COFINSIPIS. ...

PERMANENT ASSETS .
Investments ‘
Tax incentives - FINAM (Amazon Investment Fund) ...l
Allowance for 108Ses - Fermrenon®........ce e

Property, plant and eguipment
Accumulated depreciation.... ...

B PrOGIESS. ..o vv et

Special HADIIIES. ..o

TOTAL ASSETS .. e eniarirmseirerasrismsstsssissssssmssssesnss st stssssnervasnasasas

09/30/06

————

408
525215

06/30/06

2.941
479627

525623

482.568

163.260
34,449
13.622
{1.079)
190.469
3.427
13.320

162.107
35.178
20.192
{1.079)
13.892
3.482
15.348

417.468

245.120

481

1.862

8943.572

733.550

177.397
70.486
{72.714)
113.553
65.631

3.494

150.300
70.496
(72.714)
113.123
65.090
3,494

357.857

329.789

5.862

93.653

363.719

423.442

831
{851)

851
(851}

5.785.898
{2.661.013)

5.770.802
(2.625.335)

3.124.885
£673.455

3.145.467
618.841

3.798.340
{15.866}

3.764.308
(15.866)

3.782.474

3.748.442

5.089.765

4.905.434

The accompanying notes are an integral part of t|hese interim financial statements.
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(Convenience Translation into English from the Original Previously Issued in Portuguese)

' TRANSMISSAQ

CNPJ No. 02.998.611/0001-04
PUBLICLY-TRADED COMPANY

-

BALANCE SHEETS AS OF SEPTEMBER 30, 2006 IAND JUNE 30, 2006 - UNAUDITED
(In thousands of Brazilian reais - R$)

LIABILITIES AND SHAREHOLDERS' EQUITY 09/30/06 06/30/08
© CURRENT LIABILITIES
I SUPPIEIS. oottt e b e 31.276 53.079
i Taxes payable ... ... — 90.228 53.177
i Loans, financing and debt Charges. ... S 56 57
i Regulatory charges - RGR (Globa! Reserve for Reversion Quota)....... | ........... 4.489 5.154
. ! Payroll and related charges | 11.557 13.334
" ACCIUEH HADINHES. . .oe.ovecevcvseereveens e et esr et en e r s et 33.616 42,498
: Accounts payable - Fundagio CESP 9.417 9.220
i Interest on capital/dividends 51.252 51.478
; B {7 U TSRV PPN 30.510. 21.399
: ' 267.401° 249.396
LONG-TERM LIABILITIES -
 Loans and fINANCING.......o v s 598 611
Accounts payable - Fundagdo CESP.........iiceicnc | ........... 222,972 223.291
© Deferred income U N 16.374 16.374
i ' Reserve for conlangencnesl ........... 267.091 265.826
T ACEIURE BAXES. ... v ettt e bbb e s I 38.524 38.524
. | Special liabilities - (aversal/amortization................cocvervrernncreernnneons ]l ........... 24.053 24.053
[ 11 1T O OO SO U VPP U TPV TOPPPYPTRPIRS. MRS 11.091 10.909
i 580.703 579.588
! DEFERRED INCOME.........oorereeriinmissinininseessnsssssnsssessnsasssnsansisnns arares 104.741 108.988
; SHAREHOLDERS' EQUITY
B oF- .71 - | IS U U O USSR OTOUPPOR PRSPPI 462.000 462.000
Capital reserves i ............ 2.592.369 2.592.365
I PIORIt FESBIVES ..o | ........... 177.850 178.572
L REABINEA BBIMINGS....r e errrsersresreers s sres s srsses ettt [ 904.035 733.855
' 4.136.254 3.966.766
D FUNGS FO CAPHAI INCTBASE. ........vecvoeecvesiomsemseeeoereseessenssensamseres oo 666 666
. 4.136.920 3.957.462
| TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY...........ccocnnne. 5.089.765 4.905.434
|
t
l
:I The accompanying notes are an integral part of these interim financial statements.
:
[}
|
|
|
'
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TRANS o :
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) |
. (Convenience Translation into English from the Original Previously Issued in Portuguese)
: STATEMENTS OF INCOME

FOR THE QUARTERS AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2006 AND 2005 - UNAUDITED
{In thousands of Brazilian reais - RS, except for eamings per thousand shares)

07/01/08 to 01/01/06 to 07/01/0§ to 01/01/05 to

: 09/30/08 09/30/06 09/30/05 09130i05
i
GROSS OPERATING REVENUES
Elleclrid!y Network USAGE ChAMGES. ...t s s 35I9.626 1.034.226 349.823 853.897
OLNEF FEVENUEBS. ......ouivreeeee e isirssssmss st cass st sanom s b e 3.571 10.804 2.961 11.636
. 363,197 1.045.030 352.784 965.433
DEDUCTIONS FROM OPERATING REVENUE
RGR (Global Reserve for Reversion QUOta)...... ... mrrsesser s {8.348) (25.043) (7.894) (23.681)
COFINS {tax on reveniug).......... (15.506) (61.662) (26.641) (72.886)
PIS {1ax on revenue)..............en . . (3.363) {13.382) (5.784) (15.824)
Regutatory asset - Recognition ... ?.9d3 35.001 16.582 54.219
Regutatory asset - Reafization ... (3.038) (41.483) {15.825) (16.825)
Regulatory asset - Reversal (88.696) {B88.696) - -
COFINS credit., oo - 11?.242 117.242 - -
PIS CrEAI..........cociiiirire e snesassnenn e e . 25.446 25,446 - -
ISSQN (SEIVICE 1BX). ovvvvevsseememrerenerseresssssiressvessessese st b resssmsmssserssss s | (53 (131) (68) . {195Y
i 27.627 (52.708) (37.618) {75.192)
NET OPERATING REVENUES... 39'0.524 992.322 315.166 890.241
|
OPERATING EXPENSES
PRISOMMEBE. ... .vv... oo eeeeeesse o eetess A s st 24588ttt 00070 (76.131) (240.977) (96.601) (250.945)
M:aiarials .......... (5 823) {16.821) (6.154) {19.916)
OULSIE SBIVICES...........eoriveeeereeseme oo, e se s (24.344) (74.530) - (25.119) (64.781)
Deprec;atton (4:2.563) (127.041) {42.527) {126.984)
Concassmn regulatory charges ..... {26.758) (66.288) {12.145) {33.070)
Raserve for contingencies.. (1.265) {12.688) (6.639) (25.882)
Other expenses... (12.368). (31.201) (11.117) {30.525)
| {189.253) {569.547) {200.302) (552.103)
INCOME FROM SERVICES . 201.571 422 775 114.664 338.138
FIINANCIAL INCOME (EXPENSES)
Ai‘norliz.aﬁon of negative oodwilll....... ..o 4.246 12739 4.246 12.739
IACOMIE. e msemse et 52,693 100,628 36.031 95,862
EXpanses............. (4.008) (13.213) {4.691) (14.389)
Monetary variations, net, | 91 (573) {1.023) 8.950
Ir{tefesl ON CHPILAL oottt b - {54 .354) {95.000% {149.354)
, 53.024 45.227 (80.437) (46.392)
INCOME FROM QPERATIONS 254.505 468.002 54.427 _ 289.748
Nonoperating income......... ’ 1 1.429 1.073 4,342
hllonoperating expenses {161} (568} (1.992) (3.828)
NONOPERATING INCOME, NET.....c.ooeos. | (160) 861 __(319) 514
INCOME BEFORE INCOME AND .
SOCIAL CONTRIBUTION TAXES...ccvuciursniionserionsserssensans 254,435 468.863 53.508 290.260
income tax... - (8.4.936) (144.413) (17.595) (74.086)
Social contnbuuon tax {30.554) {51.557) (6.137) (28.215)
Deferred income tax... 22,288 26.613 968 (2.878)
Deferred social COMTDULON X oo e ls.o15 9.708 349 {1.036)
. (85.187) (159.649) (22.415) " (104,215}
]
INCOME AFTER INCOME AND SOCIAL CONTRIBUTION TAXES... 169.248 308.214 31.093 186.045
Reversal of interest on capital ... I - 54.354 $5.000 149.354
NET INCOME 1t|‘:9.248 363.568 126,093 335.399
éamlngs per thousand shares - RS..... . l 1,13 244 0,84 225
i ] —————

The accompanying notes are an integral part of these interim financial statements.
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" 1. OPERATIONS

- ; CNPJ No. 02.998.611/0001-04
© TRANSMISSAO :
T L isTA | | PUBLICLY-TRADED COMPANY

- (Convenience Translation into English from the Original Previously Issued in Portuguese)

| NOTES TO THE INTERIM FINANCIAL STATEMENTS
' FOR THE QUARTER AND NINE-MONTH PERIOD ENDED SEPTEMBER 30, 2006 - UNAUDITED

' (Amounts in thousands of Brazilian reais - R$, except as otherwise indicated)

CTEEP - Companhia de Transmiss&o de Energia Elétrica Paulista (“CTEEP” or the “Company”) is a
publicly-traded company authorized to operate as an electric power concessionaire in the State of Sao
Paulo, and is principally engaged in the planning, construction and operation of electric power
transmission systems, as well as in research and development programs related to energy transmission
and other activities related to the available technology, and the Company's activities are regulated and
inspected by the National Electric Power Agency (ANEEL).}

The Company has derived from the partial spin-off of CESP - Companhia Energética de Séo Paulo
(CESP) and started its commercial operations on April{1, 1999. On November 10, 2001, EPTE -
Empresa Paulista de Transmissao de Energia Elétrica S.A., derived from the partial spin-off of
Eletropaulo - Eletricidade de S&o Paulo S.A., was merged ilnto the Company.

In a privatization auction held on June 28, 2006, on thie S3o Paulo Stock Exchange (BOVESPA),
pursuant to Notice SF/001/2006, the Sao Paulo State Government, until then the majority shareholder,
sold 31,341,890,064 common shares owned by it, corresponding to 50.12% of common shares issued by
CTEEP. |

The winner of the auction was Interconexion Eléctrica S.A. ESP, with a bid of R$ 38.09 per thousand
shares, representing a premium of 58% on the minimum arpount established in the notice, of R$ 24.11.

' !
ISA is a company with head office in Colombia, controlled by that country’s federat government, which
has 59% equity interest in that company's total capital, with investments in electric power transmission,
as well as in Colombia, Venezuela, Ecuador, Peru and Bolivia.

i
The financial settlement of the transaction took place on July 26, 2006, with the resulting transfer of
ownership of the aforementioned shares to ISA Capital do|Brasil $.A., a Brazilian company controlled by
Interconexién Eléctrica S.A. ESP, established to operate in Brazil, thus becoming CTEEP’s controlling
shareholder. Said transaction was approved by ANEEL (National Electric Power Agency), on July 25,
2006, pursuant to Authorization Resolution 642/06, published in the Official Gazette on July 26, 2006.

I ’
The Company’s shares are traded on the BOVESPA. Additionally, CTEEP has a Rule 144A American
Depositary Receipts (ADRs) program in the United States. The depositary bank for the ADRs is the Bank
of New York, and the custodian bank is Banco itad S.A. (Note 17.2).

2. CORPORATE GOVERNANCE !
_ f
In September 2002, the Company adopted the Level-1 Corfporate Governance Practices of the BOVESPA.
Accordingly, the Company, whose preferred shares are included in the BOVESPA index (IBOVESPA), was also
included in the Corporate Governance Index ({GC). i

l
The commitments assumed in the adoption of corporate governance practices ensure greater
transparency of the Company for the market, investors and shareholders, thus facilitating their monitoring
of management’s and controlling shareholder's actions. {

L)

|
|
|
|
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“ “ CNPJ No. 02.998.611/0001-04

pASﬂ'ssri“ PUBLICLY-TRADED COMPANY

l
3. PRESENTATION OF INTERIM FINANCIAL STATEMENTS

The interim financial statements have been prepared in accordance with Brazilian accounting practices,

x supplementary standards established by the Brazilian Securities Commission (CVM), and specific
regulations applicable to electric power concessionaires, established by ANEEL. ‘

These interim financial statements are in conformity with the principtes, methods and criteria adopted by
the Company at the close of 2005 fiscal year.

‘ |
For better presentation and comparison, the amount of R$I 36,013 thousand, referring to the balance of
pension plan benefit payment processing — Law 4819/58, as of June 30, 2006 (Note 4.3), recorded under
the caption “Accounts receivable - S&o Paulo State Finance Department”, was reclassified from Current

Assets to the same caption in Long-Term Assets.

4. ACCOUNTS RECEIVABLE - SAQ PAULO STATE FINANCE DEPARTMENT

09/30/06 06/30/06
- Current _Long-term Total Total
I .

- Benefits - State Law 4,819/58 ..o - - - 6,879
Agreement for acknowledgment and consolidation of debts......... 11,278 54,508 65,787 67,050
Pension pian benefit payments - State Law 4,819/58................... - 62,735 62,735 36,013
Sale of réal PrOPEMY ......covvvrveeecrcrceceeemiir s 2,344 11,330 13,674 13,837
L'abor claims - State Law 4,819/58 ........ccoervvvvvemscemeessinriininienss - 48,605 46605 44,395
Flamily allowance - State Law 4,819/88 ........ccociiiiiicrircniciciees - 2,218 2,218 2,218

13,622 177,397 191,019 170,492

4.1.

1

N

3.

Benefits —~ Law 4,819/58

These amounts relate to advances made by CESP - Companhia Energética de Sdo Paulo, from November
1981 to May 1983, for payment of benefits to employees participating in the pension plan of the State of Sao
Paulo, in accordance with State Law 4,819/58.

As a result of CESP’s partial spin-off, these receivables were transferred to the Company, and on
August 6, 1999 an agreement was signed with the State Finance Department, to receive the amount
in 84 monthly installments, adjusted according to the general market price index (IGP-M) variation,
plus interest of 6% per year, from September 1999 through August 2006.

. Agreement for acknowledgment and consolidation of debts

On May 2, 2002, the Agreement for Acknowledgement and Consolidation of Debts was entered info with the
State Finance Department, in which the Sfate acknowledges a debt to the Company corresponding to the
disbursements originally made by CESP, from 1990 to 1999, for payment of pension plan benefits under State
Law 4,819/58. The acknowledged debt has been adjusted up to January 2002 according to the State
government index for inflation adjustments (UFESP) variation and, starting in February 2002, according to the
monthly variation of the IGP-M, plus 6% per year. The reimbursement will be made in 120 monthly instaliments,
beginning on August 1, 2002, and ending on July 1, 2012.

Pension plan benefit payments - State Law 4,819/58

The amount of R$ 62,735 thousand refers to the remaining balance of pension plan benefit payments under
State Law 4,819/58, of which R$ 1,426 thousand is supported by individual injunctions and relates to the period
from January to August 2005, and R$ 61,309 thousand is supported by a decision of the 49™ Labor Court of
S0 Paulo and relates to the period from September 2005 to September 2006, which are paid by Fundagéo
CESP using funds received from the State government and transferred to the Company (Note 25.3). This
amount is not monetarily restated and is not subject to any kind of interest until it is approved by the State
government for payment to the Company.




T R W W R S W WwT ww W R AR AR %W W e e T

TRANSMISSAOQ : ' CNPJ No. 02.998.611/0001-04

PAULISTA PUBLICLY-TRADED COMPANY

|
4.4. Sale of real property
S

On July 31, 2002, a Private Transaction Agreement, including a promise to sell a real property, acknowledgment

of liabilities and payment commitment, was signed with the State Finance Department, in which the State
' acknowledges its debt to the Company in the amount of R$ 12 243 thousand, which corresponds to the market

value of the total area of the property occupied by the State and partially used for the construction of prisons.

Therefore, the State agreed to reimburse the aforementioned amount to the Company in 120 monthly
installments from August 1, 2002 to July 1, 2012, adjusted according to the monthly variation of the IGP-M, plus
interest of 6% per year.

4.5. Labor claims - State Law 4,819/58

| Refer to certain labor lawsuits settled by the Company ! related to retired employees under State Law

4.819/58, which are the responsibility of the State government. This balance is not monetarily
i restated and is not subject to any kind of interest until it is approved by government for payment to
I the Company.

4.6. Family allowance - State Law 4,819/58

CESP made advances for monthly family allowance payments established by State Law
4 819/58, which were transferred to the Company upon the partial spin-off of CESP.

Considering the expeciation of loss, management recorded an allowance for doubtful accounts in
long-term assets in the amount of R$ 2,218 thousand.
5. RECOVERABLE TAXES

09/30/06 06/30/06

Income Tax
OVEIPAIL ..ottt e s 8,516 8,516
VWIthP@I 8L SOUICE «...e.eveverreeeeeeeeeeereeseseees e eeessern 415 389
'Legal Entity — Third Parties ..., 39 23
; 8,970 | 8,928
Slocial Contribution Tax
TOVBIPAIL ... 3.039 3,039
"Withheld at SOUrCE ......oovveveev e seeiee e 332 311
o 3,371/ 3,350
COFINS
‘ iCredits — Regulatory Instruction 658 (@) ................. 145,056 -
Withheld 8t SOUICE ......cvevrrvr oo 496 469
- 145,562 | 489
PIS
| Credits — Regulatory Instruction 658 (@) .................. 31478 -
iWithheld At SOUMGE ...ooivviiieiieitiieereeeee e senecan s 108 102
| 31,586 102
I
%)ther ............................................................ g80 1,043
| 190,469 | 13,892
!(a) Note 9.1.
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CNPJ No. 02.998.611/0001-04

TRANSMISSAO PUBLICLY-TRADED COMPANY

PAULISTA

|
I
6. SALE OF ASSETS AND RIGHTS ’
| Technical Equipment Maintenance Center (CETEMEQ) ‘

On April 13, 1998, a Private Agreement for Assignment and Transfer of Rights and Obligations was
executed by and between EPTE - Empresa Paulista de Transmlssao de Energla Elétrica S.A., merged
into the Company on November 10, 2001, and Eletropaulo Metropolitana Eletrlmdade de Sao Paulo S.A
relating to the real property located at Rua L.avapés, 463, ,Cambuci, S3o Paulo, for the market price of
R$ 70,496 thousand, payable in 21 equal and successive monthly installments, with maturity on the first
business day of each month, beginning May 1998 In view of the contestation by Eletropaulo
Metropolitana Eletricidade de S3o Paulo S.A. of the aforemenhoned amount and the fact that the
installments had not been received, EPTE filed collection Iawsmts on February 11, 1998 and October 18,
2000, with the 1% and 36™ Civil District Courts of the Central Jurisdiction of S&o Paulo respectively.
I
In December 2000, the net book value of this asset, in the amount of R$ 4,904 thousand, was written off
from property, plant and equipment, and the related sale taxes on the gain resulting from the sale,
. allowance for doubtful accounts and tax credits were recorded.

: |
. Due to uncertainties as to the outcome of this issue, the Company maintains an allowance for the total
balance receivable.

| |
7. DEFERRED INCOME AND SOCIAL CONTRIBUTION TA)?ES

7.1. Assets E

i Included in long-term assets are tax credits avallable for offset against future taxable income,
. calculated on temporarily nondeductible provisions controlled in part "“B" of the Taxabte Income
Computation Book (LALUR), and arising from the foIIowmg provisions:

! 09/30/08 06/30/06

: Social
Income tax  contribution tax Total Total

' Reserve for labor contingencies ...............ccou....n. 33,575 12,087 45,662 45,662
*  Reserve for civil contingencies ... 256 92 348 348
| Reserve for tax contingencies .............ccoceceeeine 31,236 11,245 42 481 42,051
Reserve for social security contingencies............ 1,708 614 2,320 2,320
Allowance for doubtful accounts...........coceevinee 17,198 5,544 22 742 22,742
83,971 28,582 113,553 113,123

7.2. Liabilities

The balance of R$ 16,374 thousand in long-term Ilabllmes refers to income tax on gains from sale of
CETEMEQ (Note 6). This balance will be settled upon the receipt of the respective accounts
' receivable.

8. ESCROW DEPOSITS ,
- [
" In current assets, the amount of R$ 3,427 thousand (R$ 3,482 thousand on June 30, 2008) refers to a
development fund designed to provide scholarships and training to the Company's qualifying employees.

i
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In long-term assets, due to the uncertainties concerning!the final outcome of the lawsuits for which
escrow deposits were made, the Company’s practice is to Imaintain the escrow deposits at their nominal
amounts, without any kind of monetary restatement or interest. The balance is composed as follows:

|
09/30/06_ _06/30/06

COFINS () rvreeerererrreeerseeseeenee st st D everstresen s s s snaes 38,524 38,524
LADOE IBWSUILS (D) - -oovveveevveveeeeerereessses s ssecsscssssssssaasees Do 7,507 7,147
Social security lawsuits - INSS (€)oo L e 6,825 6,825
. Infraction notices - ANEEL (d)........cococuirimrmniinnsorennennnn: . .............................. 6,317 6,317
Labor lawsuits that are the responsibility of the State government (e) .............. 6,458 6,277
l 65,631 65,090

{a) Note 16.

(b} Note 15.1.

(c) Note 15.3.

(d) Refer to two deposits for the purpose of annulling linfraction notices issued by ANEEL due to

' disturbances in the transmission system in February 1999 and January 2002. The first deposit, made
on January 17, 2000, in the amount of R$ 3,040 thousqnd, was required in the annulment action filed

by the Company against ANEEL, arising from Infraction Notice 001/1999-SFE which imposed a fine

on the Company under the allegation of violation practi:ces for hindering the inspection work io check
disturbances caused by the interruption in the transmission and distribution of electric power in most

of the Southeast, South and Central West regions, for not meeting the requirements of the
“inspection report” and not complying with the legal ;obligation to provide adequate service. The
second deposit, made on June 17, 2003, in the arpount of R$ 3,277 thousand, resulting from
infraction Notice 005/2002-SFE, on May 7, 2002, relates to the punitive administrative proceeding

filed by ANEEL because of the disconnection on Jan@ary 21, 2002 of the 440 kV transmission line
between the Company's substations in the llha Solteira and Araraquara Hydroelectric Power Plants.

+ The Company's attorneys understand that it is not possible to determine if the Company will be

. successful in both cases.
I

(e) Refer to judicial deposits made by the Company for ongoing labor lawsuits, filed by retired
' employees, which are the responsibility of the S&o Paulo State (State Law 4,819/58).

9. PREPAID EXPENSES - REGULATORY ASSETS - COFINS AND PIS

~ According to the transmission concession agreement sigrfwed between the Company and ANEEL, any
change in taxes or tegal charges will result in the review of |the Allowed Annual Revenue (RAP).
|
In view of the effects of Laws 10,637, of December 30, 2002, 10,833, of December 29, 2003, and
10,865, of April 30, 2004, the Company's costs were irr:\pacted by the increase in the rates of PIS,
. beginning December 2002, and COFINS, beginning February 2004.

Regulatory assets arising from the increase in COFINS alnd PIS rates, as established by SFF/ANEEL
_ Circulars 190, of February 1, 2005, and 302, of February 25, 2005, were recorded in long-
. -term assets as “Prepaid expenses” with a corresponding entry to “Deductions from operating revenues”.
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. For the tariff cycle begun on July 1, 2006, ANEEL issmlxed Ratifying Resolution 355/06, offering as
grounds Technical Note 224/2006 - SFF/ANEEL, of I'June 19, 2006, which established a new
dnderstanding of the levy of the PIS and COFINS rates associated with the provision of daily
transmission service. In this technical note, ANEEL presented an exhaustive study of the matter in
question, characterizing non-change in the price previously established in the Transmission Concession

agreements signed prior to October 31, 2003.

Likewise, the SRF (Federal Revenue Service) published,

on July 4, 2006, SRF Regulatory Instruction

658, offering an interpretation identical to that presented by ANEEL as regards the concept of pre-
determined price and resulting qualification of the agreements in the cumulative and non-cumulative PIS

and COFINS regimes, as applicable.

Due to these positions, the Company recalculated the impact of the increase in these taxes rates on

revenue, reversing R$ 88,696 thousand of the regul

thousand for PIS, and R$ 71,553 thousand for COFINS.

The balances of these assets are as follows:

atory asset balance, of which R$ 17,143

09/30/06 06/30/06
COFINS PIS Total Total
" Recognition
‘December 2002 to December 2004 ................. - 18,191 18,191 18,191
|Februarg.r 2004 to December 2004 ..................... 44 411 - 44 411 44,411
 January 2005 fo December 2005....................... 60,744 13,053 73,797 73,797
‘i January 2008 to September 2006..................... 28,751 6,250 35,001 31,058
o 133,906 37,494 171,400 167,457
Realization |
* July 2005 to December 2005 ... (26,541) (8,818) {35,359) (35,359)
.*January 2006 to September 2006...................... (31,137) {10,346) (41,483) (38,445)
. (57,678) _ (19,164) (76,842) (73,804)
. Technical Note 224/2006 - SFF/ANEEL [
LREVEISAL ........ecosveoereeoeeoeeeeeesi s (71,553) _(17.143) _ (88,696) -
BalanCe......cocemniiesnnsermrrmssssnsensns et s ssanssanes 4675 1,187 5,862 93,653

?.1. Recognition of Tax Credits

The Company considered Ratifying Resalution 355/06, which established the new RAP, reflecting
ANEEL's new understanding of the levy of PIS and[COF!NS, in effect beginning July 1, 2008, as
well as SRF (Federal Revenue Service} Reguiatory IInstruction No. 658, in effect beginning July 4,
20086, establishing that revenue arising from agreements signed prior to October 31, 2003 must be
taxed based on the cumulative regime at the total PIS and COFINS rate of 3.65%, retroactive to
February 2004, when Law 10,833, of December 29, 2003, went into effect, instead of the non-
cumulative regime at the rate of 9.25%, applied by the Company until May 2006.

Due to this new understanding, the Company identified the overpaid amounts, in the period from
February 2004 to May 2008, resulting in the amount, updated to September 2006, of R$ 176,544
thousand, recognizing tax credits of R$ 31,478 thousand for PIS and R$ 145,066 thousand for
COFINS, which will be utilized to offset future payments, beginning October 2006, including income
tax and social contribution tax. (Note 5 {a)). Théese credits were recorded in counterpart to
Deductions from Operating Revenue, in the original amount of R$ 142,688 thousand, and Financial
Income in the amount of R$ 33,856 thousand, corresponding to the update based on the SELIC
(Central Bank overnight rate) (Note 20).

11
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10; PROPERTY, PLANT AND EQUIPMENT
" 09/30/06 06/30/06
b Restated] Accumulated Netbook  Netbook
oo cost depreciation Value value
f in service
‘Intangible asSets........oooieeies s 57,505 - 57,505 57.505
L LBRA (@) oot 82,243 . 82,243 82,237
. 'Buildings, construction and improvements ............. 582,003 (347,891) 234,112 238,232
' ;Machinery and equipMent ..........ccoiiiiicnininns 5,013,399 (2,275,837) 2,737,562 2,753,259
VBRICIES oo e eeveeeeeeeeete e bs b rr e s s s e n e e e e a e 27,797 (24,754) 3,043 3,491
:Furniture And fXUMES. ..o rrie e 22 951 {12,531) 10,420 10,743
' 5.785.898l (2,661,013) 3,124,885 3,145 467
N PIODIEES .evcvvverssssssssssmssssssssasssssassasasasasassasassnssssssss 673,455 - 673455 618,841
I
' Slpecial liabilities (b)
Donations reCeiVed.....covrrvreeeereerceimirisiaeee s rrimenes (15,866) - (15,866) (15,8686)
‘ 6,443,487, (2.661,013) 3,782,474 3,748,442
[

. In accordance with articles 63 and 64 of Decree 41,019, of February 26, 1957, assets and installations

used in the transmission of electric power are linked to these services and cannot be retired, sold or

pledged as mortgage guarantees without the prior and t';zxpress authorization of the regulatory body.
ANEEL Resolution 20/99 regulates the electric power utility concession assets, giving prior authorization

[ the concession.
i

fbr not restricting assets no longer serviceable to theé concession, when intended for sale, and
determining that the proceeds from the sale be deposited in a restricted bank account, and invested in

: {(a) Land owned by the Company in S&o José dos Campos, whose book value is R$ 114 thousand. The

! ' land has been pledged as collateral for a miunicipal

. (Note 15.2).

real estate tax (IPTU) collection proceeding

ib) Represented by assets received from electricity concessionaires and customers for purposes of

investments in the concession.

1. :TAXES PAYABLE

1 09/30/06  06/30/06
I \ l
 IQCOME 8.t 56,159 6,753
. Social contribution tax .............cco i 20,257 3,475
! Social contribution tax on capital gain (@) ............. 5,247 5,247
CCOFINS e 4,200 3,330
. Income tax — regulatory asset (b).............c.......... 1,418 23,389

PIS ..ttt g1 722
! ANEEL inspection fee ...............cccovvornriinicrnnenns 553 553

Social contribution tax - regulatory asset (b).......... 528 8,429
FOMNEE s 955 1,279
L 80,228 53,177
o

|
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!

) Refers to social contribution tax levied on gains on sale‘of the property named CETEMEQ (Note 6).

(b) Refers to income and social contribution taxes levied on regulatory asset (Note 9). On February 11,

~ 12. LOANS, FINANCING AND DEBT CHARGES

Local currency

2005 the Company consulted with the Federal Revenue Service about the application of clause X,
article 10, of Law 10,833/03 and paragraph 3, artacle 2 of Federal Revenue Service Regulatory
Instruction 468/04, and is awaiting a reply to its consult?tlon

09/30/06 08/30/06
' Principal
Chargés Current _ Long-term Total Tota!

ELETROBRAS ......coovviiirrsisriinssssesesic s 6 50 598 654 668

13.

PAYROLL AND RELATED CHARGES

!
| ‘ 09/30/06  06/30/06

INSS (social security contribution) ... b 4,496 4733
WIthROIJING INCOME taX ........c...ovvericcrrerer e eceeeciesenans s 2,283 2,476
FGTS (severance pay fund)............cccooviiiinicie, e vt 1,318 1,485
Scholarship program (8., e resee e 3,428 3472

(
!
14. |

; Other taXes Pay@ble ... D e 32 1,168

11,557 13,334

a) Refers to obligations assumed by the Company under an agreement with the labor unions for
reimbursing its employees for costs of elementary, high school and college education.

ACCOUNTS PAYABLE - FUNDAGAO CESP l

The amounts in current and long-term liabilities refer to two debt acknowledgement agreements for
financing of actuarial deficit with Fundagao CESP, totaling R$ 232,389 thousand (R$ 232,511 thousand
‘in June 30, 20086), related to Settled Proportional Pension Plans (BSPS), with monthly payments and
‘final maturities scheduled for September and November 2017, restated based on the greater of
ractuarial cost variation, General Price Index - Domestic Supply (IGP-DI) plus interest of 6% per year, or
'the managed prime rate (TR) plus interest of 8% per year

As defined in the respective agreements, at the end ’of the fiscal year, balances are adjusted for
determlmng contributions for the subsequent year, according to actuarial deficits or surpluses,
,calculated in accordance with Fundagéo CESP's actuarial methodology.

‘ On December 31, 2005, as required by CVM Resolution 371/00, the calcutation of kiabilities with the

private pension entity did not result in any need to recognize additional liabilities.

)

i
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15. RESERVE FOR CONTINGENCIES

. The various types of contingencies were evaluated and classified based on the likelihood that the
ll Company may incur a loss, as follows:

Likelihood of loss

Probable Possible Remote Total
Type 09/30/06  06/30/06  09/30/06  06/30/06  09/30/06 _ 06/30/06  _ 09/30/06  _ 0B/30/06
\

LBDOT. ... o ecrerrreercrcne 134,299 134,299 10,558 7,005 211,365 207,936 356,222 349,330
OVl 1,023 1,023 500 1,320 10,692 °© 11,454 12,215 13,797
Tax - IPTU e 124,944 123,679 - : . - . 124,944 123,679
Social security - INSS ............. 6,825 6,825 - ! - - - 6,825 6,825
267,001 265,826 11,058 i 8415 222057 219390 _ 500,206 493,631

The likelihood of loss for each contingency, resulttng in an unfavorable outcome for the Company, is
classmed as follows:

» Probable - the future event or events is/are likely to occur, from 61 to 100%,
|

o Possible - the chance of the future event or events occurrmg is more than remote, but less than
probable, from 41 to 60%; and.

¢ Remote - the chance of the future event or events occurring is slight, until 40%.
Reserves have been recognized for contingencies classiﬂied as probable loss.

On a periodic basis, lawsuits are reassessed and reserve§ are supplemented, if necessary.
15.1. Labor

The Company assumed responsibility for certain lawsuits at different courts, arising principally
from CESP's partial spin-off and the merger of EPTE.

l
15.2. Tax -IPTU [

Reserve recorded to cover amounts due to the mlunicipalities of S0 Paulo and Sao José dos
Campos.

115.3. Social security - INSS 1

On August 10, 2001, the Company received from the INSS a delinquency notice for nonpayment
of social security COI'ltI'IbUtIOﬂ on compensation pald to its employees in the form of meal tickets,
morning snack and basket of food staples for the period from April 1999 to July 2001.
Accordingly, management decided to recogmze a reserve and make an escrow deposit
amounting to R$ 6,825 thousand, which was recorded in long-term assets, under “Escrow
deposits” {(Note 8).

16, ACCRUED TAXES |

,The Company is challenging in court the constitutionality of the changes introduced by Law
. 19,718, of November 27, 1999, which increased the COFINS rate from 2% to 3% and increased its tax
"basis by including financial income and nonoperating mcome

?

|
|

14
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Accordingly, the Company recorded provisions and the related escrow deposits up to January 2004.
Beginning February 2004, when Law 10,833, of December 29, 2003, entered into effect, establishing
that COFINS is not cumulative, the Company started making the payments in accordance with the new

I Law. The escrow deposit amounts to R$ 38,524 thousand, ‘recorded in long-term assets, under “Escrow
deposits” (Note 8). Accrued taxes and escrow deposits are. not monetarily restated.

17. SHAREHOLDERS' EQUITY
. 17.1. Capital

The Company's authorized capital is R$ 1,469,090 thousand, represented by R$ 615,696
thousand in common shares and R$ 853,394 thousand in preferred shares, all of which are
registered shares without par value.

N Subscribed and paid-up capital is R$ 462,000 thousand, represented by 62,558,663 thousand
' common shares and 86,726,372 thousand preferred shares, totaling 149,285,035 thousand
shares, |
Preferred shares are nonvoting, but have prlonty in capital reimbursement and payment of
noncumulative dividends of 10% per year calc:ulated on the paid-up capital corresponding to this
type of share.
!

15
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17.2. Ownership structure

As of September 30, 2008, the Company’s main shareholders are as foliows:

09/30/06
Number of shares - in units
Common % . Preferred % Total %
Controlling Shares
Controlling Shareholder l
ISA Capital do Brasil S.A. ooveeeeeeeeeenee.31,351,911,751 50.12 - - 31,351,911,751 21.00
i
Managerent
DPECEOTS...co.evvveer e eesesensiesesessssssssmsocaacesense - - 212,710 - 212,710 -
Board of Directors. ................ 16 - 32 - 48 .
Fiscal COUNCIl.....ccoiiii i - - ‘ - - . .
16 - { 212,742 - 212,758 -
31,351,911,767 50.12 212,742 - 31,352,124,509 21.00
Outstanding Shares f
$ao Paulo State Government I
State Finance Department............ccocovvieei 198 - ’ -9,338,731,250 10.77 9,338,731,448 6.26
CESP — Companhia Energética de
'S&o Paulo... - - | 2,415,888,838 279 2,415,888 838 162
Companhia do Metropohlano de SAO |
'Paulo - METRO - - 2,252,873,385 2.60 2,252,873,385 1.51
OEE... oo eoeseoesse e sssesssrers 700 - | 7 3489.404 - 3,490,144 ;
898 - ' 14,010,982 917 16.18 14,010,583,815 89.39
Federal Governmaent
Centrais Elétricas Brasileiras S.A. -
ELETROBRAS ................................................ 5,160,836,510 9.85 46,522,459,775 53.64 52,683,296,285 35.29
Federal GOVErMMENt...........c.coovevrveeisireneeriones 9,556,150,967 15.28 - - 9,556,150,967 6.40
BNDES Participagdes S.A. - BNDESPAR...... - - 2,476,097,206 2.86 2,476,097,206 1.66
LIGHTPAR - Light Participagdes S.A............ - - 979,189 800 1.13 679,189,800 0.66
: 15,716,987.477 25.13 ' 49,977,746,781 57.63 65,694,734,258 44.01
Other ‘
CESPINVEST - Clube de Investimentos (a}... 8,870,264,655 14,18 - - 8,870,264 ,655 594
Banco do Brasil Employees’ Pension Plan...... 206,439,000 0.47 1,348,157 697 1.55 1,644,596,697 1.10
Morgan Stanley Uruguay Ltda....................... 28,600,000 0.05 1,302,900,000 1.50 1,331,500,000 0.89
L Parisotto Participagfes Lida............cceeiee - - 1,161,100,000 1.34 1,161,100,000 0.78
Merrill Lynch International.................... 278,400,000 0.44 773,400,000 0.89 1,051,800,000 0.70
PETROS - Petrobras Pension Plan - - 569,809,138 0.66 569,809,138 0.38
The Bank of New York — !
ADR Department.........ccovieiiniinnnicnenns 36,999,000 0.06 i 62,812,200 0.07 99,811,200 0.07
Oher (B)....ocoeevi e rerecree e 5,979,060,006 9.55 | 17,519,250718 20.20 23,498,310,724 15.74

' 15,489,762,661 24.75 | 22,737,428,753 26.21 38,227,192,414 25.60

31,206,751,036 49.88 | 86,726,159,451 100.00 117,932,910,487 79.00

'lj 62,558,662,803 100.00 | B6,726,372,193 100.00  149,285,034,596 100.00

L
i

(a) Refers to investment ciub of employees and retirees who partncmated in the stock offering, arising from the sale
- process of CTEEP's shareholding control. f

(b) Includes shareholders who, individually, hold shares in ia percentage less than 5% of the total of each

category and class.
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' 17.3. Shareholding position, by category and class, of holders of more than 5% of each

category and class of shares of the Company,' directly or indirectly, up to the level of

! individual ’
! 09/30/06
Number of shares - in units
! Common % i Preferred Y Total %
|
{SA Capital do Brasil S.A. !
Interconexién Eléctrica S.A. ESP - ISA.. 506,200,997 100. 00 - . 506,200,997 100.00
Board of DIr@ctors .....ccoooevvevievevv e 3 - - 3 -
) 506,201,000 100. 00 ' - - 506,201,000 100.00
Centrais Elétricas Brasileiras S.A. - ‘
. ELETROBRAS l
|+ Federal Government. ...........coooruverriernnnet 244,328,120,835 5399 |17,595501,100 1568 261923,621,935 46.38
BNDES Participagbes S.A. - i
BNDESPAR .. 66,878,975,753 1478 - - 66,878,975753 11.84
National Developmenl Fund (FND) 22,810,794, 898 5.04 | - - 22,810,794,898 4.04
Fund guaranteeing public-private |
partnerships (FGP) ................................... 20,000,000,000 4.42 - - 20,000,000000 3,54
Other... . 98,493,872,064 21.77 94641986275 B4.32 183,135,858,338 3420

452,511,763,550 100.00 112,237,487,375 100.00 564,749,250,925 100.00

Nationa! Bank for Economic and

J
" BNDES Participagdes S.A. - BNDESPAR ‘
|

,  Social Development (BNDES) ............ 1 100.00 - - 1 100.00
BNDES
Federal Government. ..........ccccveieimnnns 6,273,711,452 100.00 - - 6,273,711,452 100.00

17.4. Payment of dividends to shareholders

According to clauses Il and IV of the Companys bylaws, mandatory dividends are calculated
based on paid-in capital of each class of shares, as ‘follows:

10% per year for preferred shares; and l
If there are sufficient funds, 10% per year for common shares.

Interest on capital i
According to Law 9,249, of December 26, 1995, legal entities computing taxes based on
taxable income may pay interest on capital to their shareholders, provided that there is income
earned before payment of interest on capitali or interest on retained earnings and profit
reserves, limited in both situations to 50% of the amount of the respective accounts, with tax
deduction of the interest paid or credited to the shareholders.
|

At the meeting held on May 15, 2006 the Board of Directors détermined the payment of
interest on capital to shareholders in the amount of R$ 54,354 thousand, equivalent to
R$ 0.3640954 per thousand shares (preferred and common). Half of this amount will be paid
to the shareholders on December 1, 2006 and the remaining balance 60 days after the
shareholders’ meeting for approval of the Company s 2006 financial statements.

According to paragraph 7, article @, of Law 9,249/95, interest on capital credited or paid to
shareholders can be attributed to the amount!of dividends addressed in article 202 of Law
6,404/76 and article 36, paragraph 2, of the Company's bylaws.

17
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13 PERIODIC REVIEW OF ALLOWED ANNUAL REVENUE (RAP)

; Pursuant to Concession Agreement 59 signed on June 20| 2001 with the Federal Government through
ANEEL, every four years after the date of signing of this agreement, ANEEL must perform a review of
the RAP from electricity transmission relating to installations of authorized projects that started
commercial operations after December 31, 1999, for purposes of efficiency and reasonableness of tariff,

" according to specific regulation to be issued by ANEEL. |

- Under Ratifying Resolutions 149/05 and 355/06, ANEEL authonzed on a provisional basis, an increase
in the RAP based on the variation of the IGP-M for the tarlf'f cycles from July 2005 to June 2006 and
from July 2006 to June 2007, until the periodic review in progress is finished, which is expected for July
' 2007. The effects of such review must be applied retroactrvely to July 1, 2005.

' 18.1. Public Hearing for periodic tariff revision electricity transmission concessionaires.

Pursuant to Public Hearing Notice 007/2006, of April 18, 2006, ANEEL held an in-person Public
Hearing, on July 12, 2008, relating to the criteria and procedures to be used in the Period Tariff
Revision process of the electric power transmission concessionaires. The period for receiving
. contributions started on April 24 and ended on July 7, 2006. The CTEEP is included and takes
i part in this process with 11 other concessionaires.

The Technical Note 068/2006 and respective attachments which are an integral pant of said
Public Hearing, presents the criteria and procedures to be used in the periodic tariff revision of
the remunerations for electricity fransmission facilities. The methodologies and data used are as
follows:

¢ Capital structure;

e Cost of capital;

s Remuneration basis;

e Operating costs;
M e Authorized revenues;
¢ Other revenues; and !

» Review of auctions.

After the general procedures are established, the processes of each transmission concessionaire
will be presented in Public Heanngs The perlodic tariff revision of the transmission
concessionaires will be completed in July of the following year with the disclosure of the indices
for adjustment of the RAP retroactive to July 1, 2005l.

l
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’ ' : f
319 ~ ELECTRICITY NETWORK USAGE CHARGES |

Revenues from electricity network usage charges in the nine-month period ended September 30, 2006
i amounted to R$ 1,034,226 thousand, including R$ 115, 679 thousand, relating to new projects that
I began commercial operations after December 31, 1999. Th,|s revenue is composed of the following:
i N . |

09/30/06 09/30/05
; Nine—n:nonth Nine-month
Quarter period Quarter period

Bﬁsic network . ‘I
Exlstmg BSSEIS. ....otitsiieeieet e eeerne e e e e e s e e s eeneeneeean 26|3,779 782,311 261,218 632,476
- NEW INVESINEIES ..o eere s s e eeeeemeeeesensaes 32,198 97,930 31,650 103,772
" SUPIUS (FBRICH) -.vvreer oo sssssoseeessnssseses e '8.620 (1,654) 28 5,906
364,597 878,587 292 898 742,154

" Other transmission facilities

EXiStING @SSELS.....c.ovvvviriicieiinrccet et 17,161 67,712 40,858 176,372
NEW IMVESHTENES 1ev.vveeeeeeeoeeereeeererereemeeseeeeesseemsssissssersassssns 11,756 17,749 2,290 6,528
28,917 85,461 43,148 181,500

Charges .I
Euel Usage Quota (CCC) ..., ?7,065 41,418 8,571 21,561
Energy Development Account (CDE) ........oooonmincnnnn 10,613 26,888 5,146 11,916

Proinfa {program for incentive for alternative sources of !
1T T ) PRGN PNURPR SN 11,530 4122 - -
' 29,208 72,428 13,717 33,477

|

" AAJUSIMON.cvvrereeereeaaeccnmssersssssssssessssssssesssesessesisssasissassssisess (3,096) (2,250) 62 (3,634)

‘ 35,626 1,034226 349,823 953,897

|
!
‘19.1. Allowed Annual Revenue (RAP) of Miguel Reale_Substation

b In December 2002, ANEEL authorized CTEEP |to implement the Miguel Reale Substation
Expansion project, whose investment value used to,calculate the RAP was R$ 323,236 thousand.

In September 2004, ANEEL performed an mspectlon in order to validate the investments made in
! said project and concluded that the investment amounts should be reduced, for purposes of
setting a new amount of the RAP, retroactively to July 2004, by R$ 232,164 thousand.

Due to the reduction in the investments in said project, the related annual amount of the RAP for
July 2005 was then reduced by R$ 32,251 thousand. The Company considers this reduction
invalid and filed Official Circutar QF/F/2828, of July 8, 2005, with ANEEL requesting its
restoration.

On March 2, 2006, through Official Letter 321/2008, the Financial and Economic Oversight Board
(SFF) of ANEEL submitted an Inspection Follow-up Report (RAF) that analyzed CTEEP's request
and upheld the SFF’s initial position. :

t
On March 23, 2006, through Official Letter OF/F/1372/2006, CTEEP filed an Administrative
Appeal with ANEEL, reguesting a review of the SFF’s position.

) i
. |
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09/30106 09/30/05
‘ Nine-month Nine-month
: Quarter period Quarter period
1,
Income \
Income from temporary cash investments........................... + 17,148 61,138 33,846 88,869
Interest on accounts receivable — State Finance Department. | 1,178 4,009 1,813 5,931

. Update of PIS/ICOFINS tax credits (a)..........cccoeernineninccinnan , 33,856 33,856 - -

TR & {1 - R SPURSS ! 511 ~ 1,625 372 862
' | 52,693 100,628 36,01 95,662
Expenses ;

. Debtcharges...........coorvvrirrimmieee 1 {1,937) (6,258) {2.642) (8,017)
CPMF (tax on banking transaclions) ...........cccccccoevrcvicnicnnn, | {1,4186) (5,209) {1,479) (4,313)
HROR ettt et i (279) (837) (279) (837)

; Charges ontaxes - CETEMEQ.........ccocoiivvviccnnnnncninenn | (190) (601) (250) {697)
TONET . (184) (308) (41) (525)

; (4,008) {13,213) (4,691) {14,389)
|

! {a) Note 9.1 }

21. INCOME AND SOCIAL CONTRIBUTION TAXES }

The Company records monthly provisions for income and social ;contribution taxes on the accrual basis, based on

, monthly trial balances (for tax suspension and reduction purposes).

21.1. Reconciliation of income and social contribution?taxes

contribution tax).

I
Tax expenses are determined based on prevailing rates, totaling 34% (25% for income tax and 9% for social

. . Quarters
i 09/30/06 09/30/05
Social Social
‘ Income contribution  Income  contribution
v tax tax tax tax
-
Income before tAXes ......c..cerrcereciresreereerereranes 254,435 254 435 53,508 53,508
i
Expected taxX eXPense ........ccmneecemmrnimnaneens (63,609) (22,899) (13.377) (4,815)
. |
A Taxes on
Amortization of negative goodwill........................ (1,899) {(465) (1,899) (465)
@] ()1 (OO U OO 2,860 825 (1,351) (508)
961 360 {3,250) (973}
. Effective tax exXpense.........cccververcerrvsrerevenarnrsines (62,648) (22,539) (16,627} {5,788)
N
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| )
! Nine-month periods
| 09/30/06 09/30/05
. | chial_ chial
{ contribution Income  contribution
' Income tax tax tax tax
Income before taxes .........covevcvvenreccceerernsnsnnns 468,863 458,863 290,260 280,260
. )
. Expected tax eXPense ..........cmmenminsresnasennes {1 L|7.21 6) (42,198) (72,565) (26,123)
Taxes on i
Amortization of negative goodwill......................... '(6,701) (1,395) {5,701} (1,395)
18113 1= SRR OUPUUPPRORTI . 5,117 1,744 1,302 267
| (584) 349 (4,399) (1,128)
Effective tax @XPense........ccevrvvececinrerrensinnssanns (117,800) (41,849)  (76,964) (27,251)
- |
21.2. Analytical statement of taxes |
I
| Quarters
1 09/30/06 09/30/05
Social Social
Income contribution Income  contribution
y ; tax tax tax tax
S i
INCOME DEFOrE LAXES. .....ccceemsersmsersrnrnssesssssssssssssssssnsasnns 254,435 254,435 53,508 53,508
" Reserve for labor CONtiNGeNCies .................cccoeeeinen. ! - - 4,205 4,205
. Reserve for tax contingencies - IPTU.........c.cc.cccooee. [ 1,265 1,265 2,434 2434
' Reserve for Profit Sharing.......c.coccvviieirnriiceiiiniiiennn. - - 12,336 12,336
Allowance for Losses - FINAM. ..., - - 851 851
‘ [ Negative goodwill on acquisition of investment............... 7,602 5,168 7,602 5,168
' Reversal of provisions ..............o.cooiiiiiiin (9,690) (9,680) (7.784) (7,784)
 Regulatory asset - recognition ... '(3,943) (3,943) (19,592} (19,592)
" Regulatory asset - realization...............ooo oo 3,038 3,038 16,825 16,825
. Regulatory asset —Reversal...................cc.ovnn. 88,696 88,696 - -
" Taxincentive - Rouanet Law .............cooooeeeiievvnninnenn, 490 490 - -
(0] (17= U U 39 30 - 259 234
| Income-tax basis ... = 3:41 932 339,489 70,644 68,185
RAE OF 15% ...+ v s (51,289) (10,597)
RAUE OF 10%. ..o oot (34,187) (7,058)
Rate 0f §%h. ... et e | (30,554) (6,137)
([ TaxinCeNtiVES ......ooeoviiiiiii e e e | 541 80
. Provision for income and social contribution taxes.. '84,936) (30,554) (17,595) (6,137)
[ Deferred income and social contribution taxes.......... 22,288 8,015 968 349
Income and social contribution tax expenses............ '(62,648) (22.539) (16,627) (5,788)




' TRANSMISSAO
PAULISTA
__

CNPJ No. 02.998.611/0001-04

PUBLICLY-TRADED COMPANY

Nine-month periods

|
1
I
i
|
j

09/30/06 09/30/05
! Social Social
Income  contribution Income  contribution
b | tax tax tax tax
x
Income bafore taxes........coceivvvvriainesciranisrareraiinnanis 468,863 468,863 290,260 290,260
Reserve for labor contingenties ..............cooeiieiinns 4,175 4,175 12,306 12,308
Reserve for tax contingencies - IPTU.............ccccoo.ee . 8,514 8,514 13,576 13,576
- - 12,336 12,336
: - - 851 851
| 22,805 15,503 22,805 15,503
(20,0586) (20,056) (17,825} (17,825)
‘(35,001) (35,001)  (54,219) (54,219)
41,483 41,483 16,825 16,825
Regulatory asset— Reversal... ... 88,696 88,696 - -
Tax incentive - Rouanet Law .............c.oiiiiieenn, | 490 490 400 400
O v ees e | 254 192 1,345 1,265
Income -tax basis ...........coveeuveeriiiiiecneee 1580'223 572,859 298,660 291,278
RALE OF 15%. .. eeeeeeeeeee e otiitie e eee et eeteetss st e e e e | (87,033) (44,799)
Rate Of 1090, ...t ; (58,004) (29,848)
, Rate OF % .. oot et e et e I {51,657) (26,215)
. TaX INCENLVES . .ovvrer e e 625 561
. Provision for income and social contribution taxes.. (144,41 3) (51,557) (74,086) (26,215)
! Deferred income and social contribution taxes.......... | 26,613 9,708 {2,878) {1,036}
Income and social contribution tax expenses........... '(1 17,800) (41,849) (75,964} (27,251)

. 22. CONCESSIONS

|

|
Through Administrative Rule 185, of June 6, 2001, issued by the Ministry of Mines and Energy (MME),
the concession held by the Company for the electric power transmission service related to the basic
network and other transmission facilities was extended for 20 years, beginning July 8, 1995.

Accordmgly on June 20, 2001, the concession agreement for the electric power transmission service
was entered into by and between CTEEP and the concessmn authority, through ANEEL.

‘This concession agreement was amended on Dec:emberi 14, 2001, in view of the merger of EPTE into
-the Company. The initially agreed conditions were malntalned except for the allowed annual revenue

. 1,cap, which was reduced by 0.58% in July 2002 and 3. 56% in July 2003, equivalent to 50% of the

23. FINANCIAL INSTRUMENTS |

‘efficiency gains expected from the merger.

|
i

. The Company’s main source of revenues is the use of |ts electric power transmission system by other
.concessionaires and agents. Its annual revenue related to basic network and other transmission
facilities is defined by ANEEL, pursuant to prevailing Ieglslatlon

_ The main risk factors inherent in the Company’s operat|ons may be identified as follows:

)
J
)
) |
) :
1+ Reserve for Profit Sharing..........c....ermummsirreioneiniins
Allowance for Losses — FINAM............coin
Negative goodwill on acquisition of investment.............
' Reversal of provisions ..........coovevicnin oo
' ~ Regulatory asset - recognition ................c.ceveceennnns
. Regulatory asset - realization...................coov i

22
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' 23.1. Credit risk

24,

i The Company has agreements with the Natlonal Electric System Operator (ONS),
concessionaires and other agents for regulating the provision of services related to the basic

\ network for 205 users, with a bank guarantee clause. Likewise, the Company has agreements

) regulating the provision of services in other transmission facilities with 32 concessionaires and

: other agents, with a bank guarantee clause. ‘

! i

23.2. Price risk |

Pursuant to the concession agreement, the Comlpany's revenues are annually adjusted by

ANEEL based on the variation of the IGP-M and part of the revenues is subject to periodic review
' every four years (Note 18).

23.3. Liquidity risk |

The Company centralizes its financial investments ir|1 Banco Nossa Caixa S.A.

23.4. Exchange risk i

The Company had only one financing agreement in Iforeign currency, which expired in May 2006.

23.5. Interest rate risk |

1
Interest based on the variation of the IGP-DI plus 6% per year or the TR plus interest of 8% per
year, whichever is higher, is charged on debt agreements with Fundag&c CESP (Note 14).

The carrying amounts of the financial instruments, compared with the amounts that might be obtained in
active market trading, or in absence thereof, with the net present value adjusted at the prevailing market
interest rate, approximate their fair values. '

.COLLECTION LAWSUIT BY ELETROBRAS AGAINST éLETROPAULO AND EPTE

In 1989, ELETROBRAS filed a collection lawsuit against] Eletropaulo - Eletricidade de Sao Paulo S.A.
(currently Eletropaulo Metropolitana Eletricidade de Séo Paulo S.A)) referring to the balance of a certain
financing agreement. Eletropaulo did not agree with the cnterla for meonetarily restating said financing
‘agreement and made escrow deposits for the amounts |t understood to be due to ELETROBRAS. In
1999, a judgment was issued on the aforementioned lawsuit, ordering Eletropaulo to pay the balance
determined by ELETROBRAS.

Under the partial spin-off protocol of Eletropaulo, made on December 31, 1997 and that resulted in the
establishment of EPTE and other companies, Eletropaulo is solely liable for obligations of any kind
referring to acts performed until the spin-off date, except for contingent liabilities whose provisions had
‘been allocated to the merging companies. In the case in question, at the time of the spin-off, there was
no allocation to EPTE of any provision for such purpose, leaving it clear then that Eletropaulo was
‘exclusively liable for said contmgency At the time of the'spm—off there was only the transfer to EPTE's
‘assets of an escrow deposit in the historical amount of R$ 4.00, made in 1988 by Eletropaulo, referring
to the amount that it understood to be owed to ELETROBRAS regarding the balance of the mentioned

"f inancing agreement, and allocation to EPTE's liabilities of the same amount referring to this debt.

;Therefore, under the partial spin-off protocol of EIetro'paulo. EPTE would be liable for known and
ascertained debts in the exact restated amount available in the menticned escrow deposits made in
1988, and Eletropaulo would be liable for the contingent Ilabllltles referring to the difference between the
“amount demanded in court by ELETROBRAS and the restated amount of the mentioned escrow
“deposits. In October 2001, ELETROBRAS executed the sentence referring to the mentioned financing
"agreement, charging R$ 429 million to Eletropaulo and R$ 49 million to EPTE, understanding that EPTE
would pay its part with the restated amounts of the mentioned escrow deposits. CTEEP merged EPTE
. on November 10, 2001, succeeding it in its obligations. }

O WTWOW W W W W W W W W WW W W W W W W W W W W W W W W W W W W W W W W W W W W W W W W %
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‘ |
On September 26, 2003, a decision of the Court of Justice of the State of Rio de Janeiro was pubiished,
excluding Eletropaulo from the execution of the mentioned sentence. Due to these facts, ELETROBRAS
filed, on December 16, 2003, a Special Appeal in the Superior Court of Justice and an Extraordinary
Appeal in the Federal Supreme Court to maintain the mentioned collection regarding Eletropaulo.
Appeals similar to those of ELETROBRAS were filed by CTEEP and the Company's Spemal Appeal is
already registered with the Superior Court of Justice under.No 809,672

‘ On June 29, 2006, the Superior Court of Justice accept'ed the special appeal filed by CTEEP, with
respect to reversing the decision of the Court of Justice of the State of Rio de Janeiro that excluded
_ Eletropaulo from the execution action filed by ELETROBRAS. As a result, the execution action filed by
: ELETROBRAS against Eletropaulo and EPTE will proceed as per the lower court decision, ensuring
: CTEEP's right of defense as EPTE’s successor. |
With respect to that debt and in view of the formal docbments of the partial spin-off of Eletropaulo,
; CTEEP, according to the understanding of its management and legal counsel, is only liable for the
payment equivalent to the restated amount of the escrow deposits made in 1988 for this purpcse and
which is currently part of its assets, and intends to proceed in the defense of such right. On the other
hand, the Company has not recognized a reserve for the remaining contingency, currently estimated at
R$ 835,087 thousand, which the Company understands as being the liability of Eletropaulo, from which
the debt is being charged by ELETROBRAS. !
J

1 25. . SUPPLEMENTARY PENSION PLAN REGULATED STAi'E LAW 4,819/58
25.1. Significant event I

C e July 19, 2005

“‘in compliance with CVM Instruction No. 358/2002, CTEEP - Companhia de Transmisséo de

Energia Elétrica Paulista clarifies aspects related to the supplementary pension plan regulated by

State Law 4,819/58. This plan is for employees hrred through May 13, 1874, as mentioned in
. Note 22.1 to the financial statements of the Company as of December 31, 2004. The necessary
v funds to cover the charges of the plan are the responsibility of the responsible agencies of the
Government of the State of S8o Paulo; this was implemented according to an agreement made
on December 10, 1999 between the S8o Paulo State Finance Department and the Company,
effective until December 31, 2003. Such procedure was regularly performed until December 2003
by Fundagdo CESF, with funds from the State Fmance Department, transferred by CTEEP.
Beginning January 2004, the Finance Depanment began to directly process those payments,
d without the participation of CTEEP and Fundagéo CESP

h The decision of the 49™ Labor Court of S&o Paulo was communicated to CTEEP on July 11, 2005

v (lawsuit No. 1,339/2005-1), authorizing Fundagdo CESP fo resume processing the payment of

S benefits established by State Law 4,819/58, accordmg to the respective regulation, in the same
manner that had been made until December 2003 with funds transferred by CTEEP. On July 13,
2005, the 49" Labor Court of S&o Paulo gave 60 days for the fulfillment of this decision. There is
also on the website of the Regional Labor Court of S&o Pauio a summary of a similar decision

o (lawsuit SDC 20058200400002000) of June 30, 2005 determining that Fundag8o CESP, using
the funds fransferred by CTEEP, resume processmg the beneficiaries’ retirement and pension
payments established by State Law 4,819/58; such decision has not yet been published, nor has
the Company been notified of it.
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!
To comply with said judicial decisions, CTEEP must require on a monthly basis the necessary
funds from the S&o Paulo State Finance Department, to be transferred to Fundacdo CESP, which
must process the payments to the beneficiaries. Said decisions apply to about 6,500
beneficiaries, with a monthly expense in the amount of R$ 23 million, which, in the understanding
of CTEEP, is the responsibility of the State of S§o Paulo, as it was through December 2003.
Consequently, CTEEP will contest said judicial decisions since it understands that the
responsibility for the payment of the above-mentioned benefits is, under applicable legislation, of
the State of S&o Paulo.” !

i

e January 27, 2006

“CTEEP - Companhia de Transmiss&o de Energia Elétrica Paulista, in accordance with CVM
Instruction No. 358/02, announces a change in procedure by the State Finance Department, due
to a recent understanding of the State Attorney Gen:era! regarding the transfer of funds to CTEEP
for compliance with the decision of the 49" Labor Court of S0 Paulo, which authorized
Fundag&o CESP to once again process the pension plan benefit payments established by State
Law 4,819/58 using funds received from the State of S50 Paulo and transferred by CTEEP. This
matter has been previously addressed in Note 21 of the interim financial statements of CTEEP as
of September 30, 2005. i

The State Finance Department transferred to CTEEP, on January 27, 2006, an amount fower
than necessary to comply with the decision of the 59‘" Labor Court. The effective expenditure of
CTEEP this month for purposes of said court decision was R$ 19,725 thousand, transferred to
Fundagéo CESP, having received R$ 14,976 thousand from the State Finance Department for
this purpose. The State Finance Department informed that this month it disallowed certain
expenses due to the recent understanding by theiState Attorney General regarding the State’s
responsibility in this case. The decision of the |49"'l Labor Court applies currently to 5,528
beneficiaries. The State Finance Department continues paying directly 794 benefits established
by State Law 4,819/58. E

CTEEP is still endeavoring to change the decision of the 49" Labor Court so as to return the
responsibility for the pension plan benefit payments established by State Law 4,819/58 to the
State Finance Department. CTEEP confirms its legal department’s understanding that expenses
derived from State Law 4,819/58 and respective réguiation are the full responsibility of the State
Finance Department, and is analyzing the applicable actions to protect the Company's interests.”

¢ February 24, 2006 }

“CTEEP - Companhia de Transmiss8o de Energia Elétrica Paufista, in accordance with CVM
instruction 358/2002, announces, supplementing the information included in the Significant Event
Notice of January 27, 2006, that the State Finance!Department transferred to CTEEP in February
2006 the amount of R$ 12,802 thousand to comply with the decision of the 49" Labor Court of
S&o Paulo, which rufed that Fundagdo CESP must process the pension plan benefit payments
established by State Law 4,819/58 using the fun:ds received from the State of Sdo Paulo and
transferred by CTEEP. In February, CTEEP's total\expenditure to comply with said court decision
was R$ 19,652 thousand. {

CTEEP continues its efforts to change the decisiém of the 49" Labor Court so as to return the
responsibility for the pension plan benefit payments established by State Law 4,819/58 fo the
State Finance Department, and to adopt other actions to protect the Company's interests.”

25
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Decision of the 49th Labor Court of Sdo Paulo

On April 27, 2006, the 49" Labor Court of S&o iPaqu rendered a decision on the above-
mentioned lawsuit, considering valid, in part, the claim at issue and maintaining the effects of the
early relief previously granted (Significant Event Notice of July 19, 2005), in addition to ordering
the payment of amounts falling due. On May 8 2006, CTEEP filed appeals requesting
clarification of the decision and amendment of certm{n aspects thereof.

The decision of the Superior Court of Justice issued on June 19, 2006, declaring that the State
Court System has authority to judge the labor claims filed with the Labor Court dlrectly seeking
the amounts estahlished by State Law 4,819/58, annulled the decision of the 49" Labor Court of
Sao Paulo and ordered that the case be submitted to an administrative court of the State Finance
Department. As a result of the decision of the Superior Court of Justice, the amounts established
by State Law 4,819/58 will once again be paid directly by the Séo Paulo State Finance
Department and no longer by Funda lEé’lc: CESP through transfer from CTEEP as occurred in
accordance with the decision of the 49" Labor Court of Sdo Paulo, now annulled.

On June 28, 20086, the Superior Court of Justice grlanted an injunction to suspend the effects of
the decision rendered by the same court on the conflict of jurisdiction on June 19 20086.
According to the notification received by CTEEP on{June 30, 2008, the decision of the 49" Labor
Court of S&o Paulo, which ordered the payment!of pension plan benefits as per State Law
4,819/58 by Fundagao CESP, using cash resources from the State of S&o Paulo transferred by
CTEEP, shall prevail.

Current situation

As a result of the aforementioned facts and by force of said decision of the 49™ Labor Court of
Sao Paulo, as well as the decision of the Superior Court of Justice, CTEEP passed on to
Fundag&o CESP, in the period from September 14, 2005 to September 30, 2006, the amount of
R$ 271,729 thousand for payment of benefits under State Law 4,819/58, having received from
the State Finance Department the amount of R$ 210,420 thousand for that purpose. The
difference between the amount passed on to Fundagéo CESP and the amount reimbursed by the
State Finance Department, of R$ 61,309 thousand, is being claimed by the Company at the
administrative level (Note 4.3). The decision of the 49"‘ Labor Court of S&o Paulo currently covers
5,461 beneficiaries under State Law 4,819/58.

On October 20, 2005, CTEEP received from the State Attorney General a copy of that agency’s
statement, dated October 6, 2005, regarding the consultatson by the State Finance Department
on the scope of said court decisions. In this statement the State Attorney General concludes that
the decision of the 49" Labor Court of Sao Paulo applies subjectively to the State Finance
Department, which is the defendant in the clalm Accordingly, the State Attorney General
concluded that “in the current scenario, the State Finance Department is liable for the full
reimbursement of the amounts disbursed by CTEEP for compliance with the court decision
regarding labor claim 1145/2005-6, in progress at the 49" Labor Court of SSo Paulo”. On the
other hand, in the same statement, the State Attorney General concludes that the decision issued
by the Regional Labor Court, whose effects are suspended by the injunction obtained as a result
of the Claim for Correction, does not fully apply ito the State Finance Department, which was
removed from the lawsuit at the plaintiff Umons request. ln this case, the State Finance
Department should, according to the State Attorney General, reimburse CTEEP, observing the
strict limits of State Law 4,819/58, excluding pOSSlble benefits, established by the related
regulation, that surpass or that are in conflict with the specific legislation.
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In view of the Significant Event Notices above, the State Attorney General, by Official Letter
No. 01, dated February 10, 2006, and respectlve Technical Note 01/06, changed its prior
i understanding, which was in effect through December 2005 for purposes of transfer of funds to
CTEEP to comply with the decision of the 49" Labor. Court of Sao Paulo. According to the current
understanding of the State Attorney General, the State Finance Department must disallow certain
transfers to CTEEP for purposes of transfer to Fundagdo CESP to comply with said court
decision. The Technical Note estimates that such disallowances, started in January 2006, may
total R$ 111,770 thousand this year, considering salaries paid in 2005 and 6,287 beneficiaries.

According to the Significant Event Notices mentioned above, CTEEP continues its efforis to
change the decision of the 49™ Labor Court of S&0 Paulo so as to return the respansibility for the
pension plan benefit payment established by State Law 4,819/58 to the State Finance
Department. CTEEP also confirms its legal department's understanding that the expenses arising
from State Law 4,819/58 and respective regulation are the full responsibility of the State Finance
Department and is analyzing additional actions to protect the Company’s interests. The Company
records these disallowances as “Accounts receivable - S&o Paulo State Finance Department” .

i

I

i

26. ANNUAL REVENUE ADJUSTMENT

|
On June 30, 2006, ANEEL published Ratifying Resolution 355, of June 27, 2006, establishing the
Company’s revenues for the 12-month cycle from July 1, 2006 to June 30, 2007.

Under said Resolution, the Company's RAP, which was R$ 1,327,500 thousand on July 1, 2005,
decreased to R$ 1,314,404 thousand on July 1, 2006, a reduction of R$ 13,096 thousand, representing
1%.

Revenue effective July 1, 2005 .......ooveeerirmisniieniiieneeneves 1,327,500
AGIUSEMENT ...t sens oo - (33,074)
Revenue effective June 30, 2006 .......eeririieeiiininnneees S 1,294,426
Adjustment based on the IGP-M (-0.323225357%)............ . (4,184)
New work (July 2005 to June 2006)............ccocevirvermrivrnnis L. 23,924
PIS/COFINS - Regulatory @sset ... i (62,360}
AQIUSEMENE ...vooeeviececeie e enbreren e e L.... 62,598
Total revenue effective July 1, 2006] ..... 1,314,404
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27. CASH FLOW
[
A STATEMENTS OF CASH FLOWIS
. FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2006 AND 2005
’ (In thousands of Brazilian reais -R$)
b : {(Unaudited) !
| |
¢ |
) ! 2006 2005
:
. CASH FLOWS FROM OPERATING ACTIVITIES |
] RECEIPES fTOM CONSUMENS.........cccoerrreroesseseeroeeo |.... 1,016,928 953,689
) RECeipts from Others .............ccorirmeerreneicenress e - 14,503 17,079
. Payments 10 SUPPLIEIS .....cco.oovviriieie e b (131,496) (132,929)
PaYMENtS 10 EMPIOYEES ... L. (262,372)  (242,530)
Taxes and regulatory Charges ..........c.covcevervecorerincrecrcnnns L. (264,457)  (261,220)
- ! 373,106 _ 316,089
|
CASH FLOWS FROM INVESTING ACTIVITIES g
Purchase of property, plant and equipment ..., {346,350) {89,788)
1
CASH FLOWS FROM FINANCING ACTIVITIES
income from temporary cash investments ... 50,642 71,987
Repayment of Ioansf ....... (20,573)  (35,763)
Interest on capital/dividends ' ....... (179,642) (43,254)
CPMF ... oo e eeeeeree e eess s eeees s ess s (5,103) (4,239)
OHNEI ..o eee e seesee s est s } ....... (744) (837)
, (155,420) _ (12,106)
CASH FLOWS FROM NONOPERATING ACTIVITIES ‘
Agreements - State Finance Department........................ b, 36,874 37,778
Reimbursements - State Law 4,819/58 .................oo...oc........ Lo, 124,471 25,023
Other infIOWS .....oovviiiiiiie s s e 917 -
Advances - State Law 4,819/58............cocoeeiriininn e {192,882) (27,191)
! (30,620) 35,610
INCREASE (DECREASE} IN CASHE ........ (159,294) 239,805
CHANGE IN CASH i
At beginning of nine-month period .............ocov s 684,917 543,990
At end of NINE-MONtH PEMIO .......veoceeeeeeeereee oo - 525623 783,795
! (159,284) 239,805




TRANSMISSAO ‘ CNPJ No. 02.998.611/0001-04
PAULISTA ! PUBLICLY-TRADED COMPANY
' r
(Convenience Translation into English from the Original Préviously fssued in Portuguese)

COMMENTS ON THE COMPANY’S PERFORMANCE IN THE QUARTER

The Company’s main source of revenue is the use of its transr:nission system by electricity concessionaires
and industry agents, whose annual tariffs were adjusted based on ANEEL Ratifying Resolution 355, effective
through June 30, 2007, and is linked to the basic network and other transmission facilities.

In the third quarter of 2006, Gross Operating Revenues reached R$ 363,197 thousand, which, net of direct
taxes and charges, reversal of part of the Regulatory Assets, land the recognition of Tax Credits (Note 9),
resulted in Net Operating Revenues of R$ 390,824 thousand, up 24.0%, compared to R$ 315,166 thousand
for the same quarter of the prior year.

Operatmg Expenses directly manageable by Management, comprising personne!, materials, outside services
and others, in the amount of R$ 118,667 thousand, represented 30.4% of Net Operating Revenues.

For the third quarter of 2006, Gross Profit, in the amount of R$ 201,571 thousand, was 75.5% higher than
_ the RS 114,864 thousand for the same quarter of 2005. |

EBITDA, expressed by Gross Profit plus Depreciation, reached R$ 244,134 thousand, representing a 62.5%
margm on Net Operating Revenues. |

Due to the results achieved in operating management in the third quarter of 2006, the Company's Net
 Income was R$ 169,248 thousand, 34.2% higher than the same quarter of 2005, when it was R$ 126,093

thousand.
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OTHER INFORMATION THAT THE COMPANY CONSIDERS IMPORTANT

In compliance with Corporate Governance practices, we present the Company's shareholding structure, as
well as the shareholders holding more than 5% of the shares of each category and class of the Company,
‘directly or indirectly, up to the level of individual.

+
i

|

|

1. OWNERSHIP STRUCTURE g
| !

The Company's main shareholders are:

| 09/30/06

w W W W v W v v vV wvevwvuey v Vv wvw Vv wvwew vy wvw

Number of shares - in units
. Common % i Preferred % Total %
Controlling Shares |
Controlling Shareholder .

ISA Capital do Brasil S.A. ........coeeiniviiaiinne 31,351,911,751 50.12 } - - 31,351.911,751 21.00
Management |
DIrBCIOIS . ..ot meetti e sbe s ane - - 212,710 - 212,710 -
Board of Directors 16 - ! 32 - 48 -
FISCal COUNTIL ..o seietrees st nsniens - - ! - - - -

: 16 - i 212,742 - 212,758 -
. 31,351,811,767 50.12 : 212,742 - 31,352,124 509 21.00
Outstanding Shares i
Sio Pauto State Government f
State Finance Department.... et 198 - 9,338,731,250 10.77 9,338,731,448 6.26
CESP — Companbhia Energétlca de ‘

Sao Paulo... - - 2,415,888,838 2.79 2,415,888,838 1,62
Companhia do Metropo!nlano de Sao |
Pauio = METRO......cccooviiveee e - - i 2,252,873,385 260 2,252,873,385 1.51
OUNET...coecoecvvr e e e 700 - 3,489 444 - 3,490,144 -

: 898 - 114,010,982 917 16.16 14,010,883,815 9.38
Federal Government
Centrais Elétricas Brasileiras S.A. - !

ELETROBRAS.............. ettt 6,160,836,510 9.85 |46,522,459,775 53.64 52,683,296,285 35.29
Federal Governmeni 9,556,150,967 15.28 ! - - 9,556,150,967 6.40
BNDES Participagbes S.A. BNDESPAR......... - - ! 2,476,097,206 2.86 2,476,097,206 1.66
LIGHTPAR - Light Participagbes S.A.............. - - ' 979,189,800 1.13 975,185,800 (.66

15,716,087 477 2513 149,977,746,781 57.63 65 694,734,258 44.01
Other
CESPINVEST - Clube de Investimentos (a)... 8,870,264 655 14.18 ' - - 8,870,264,655 5.94
Banco do Brasil Employees' Pension Plan...... 296,439,000 0.47 , 1,348,157,697 1.55 1,644,596,697 1.10
Morgan Stanley Uruguay Ltda 28,600,000 0.05 1,302,800,000 1.50 1,331,500,000 0.89

' Parisotto Participagbes Lida... - - ’ 1,161,100,000 1.34 1,161,100,000 0.78
Merrill Lynch International... . 278,400,000 0.44 | 773,400,000 0.89 1,051,800,000 0.70
PETROS - Petrobras Pensuon Plan ................ - - I 569,809,138 0.66 569,809,138 0.38
The Bank of New York —

ADR Department........cc..oievevceevven e 36,999,000 0.06 62,812,200 0.07 99,811,200 0.07
Other (b)Y e 5,879,060,006 9.55 17.519,250,718 20.20 23,498,310,724 15.74

15,489,762,661 2475 22737429753 26.21 38,227, 192,414 25.60

31,206,751,036 49.88 86,726,159,451 100.00 117,932910,487 79.00

§2,558,662,803 100.00 186,726,372,193 100.00 149,285,034,996 100.00

|
|
|
E
|
:
l
|
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H
Government of the State of Sao Paulo
And related companies - (control)
State Finlance Department..................
Companhia do Metropolitano de
S80 Paulo —METRO ...
CESP - Cia. Energética de S3¢ Paulo.....

Management

[D]]1=Yr (o 1S IPPIOINt
Board of Direetors. ...
Fiscal Councll........ooivvvimmreee e

Other - {outstanding shares)

Centrais Elétricas Brasileiras S.A. -

ELETROBRAS .....oooooeieeeeeircrainens

Federal Government ...................

BNDES Part 5.A. BNDESPAR

LIGHTPAR - Light Participagdes S.A.......
|

Employeles ..................................................
PETRO§ - Petrobras pension Plan............
Morgan Stanfey Uruguay Ltda...................
Merrili Lynch International...........c.cccocevverae
The Bank of New York - .
ADR Department.........cooerieeieeeiieniiinnnnnns

OFRET (B)arvivivrririirseeereee e einieiin e

(a)

|
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S o
1
b

| 09/30/05
Number of shares - in units
Common % Preferred % Total %
1
t
i
38,270,778,120 61.18 12,'117,601,257 14.66 50,988,379,377 34.16
1,979,332,142 3.16 | . . 1.979,332,142 1,33
. - 1,290,017,216 1.49 1,290.017,216 0.86
8,777,700 0.01 3,480 444 . 12,267,144 -
40,258,887 962 64.35  14,011,107,917 16.15 54,269,995.879 36.35
]
- . I 212,710 . 212,710 .
27 ; 23,776 . 23,803 )
27 - i 236,486 - 236,513 -
40,258,887.985 _ 64.35  14.011.344.403 16.15 54.270.232.392 36,35
6,160,836,510 9.85  46,522,459,775 53.64 52,683,296,285 35.29
9,556,150,967 15.28 ! - . 9,556,150,967 6.40
. - 2,850,169,191 3.40 2,850,169,191 1.8
- - 976,189,800 1.13 979,189,800 0.66
15,716,987,477 2513  50,451,818,766 58,17 66,168,806,243 44.33
357,400,000 0.57  1,388.,658,000 1.60 1,746,058,000 117
296,439,000 047  1,348,157,697 1.56 1,644,596,697 1.10
- - 1627,209.138 1.88 1,627,209,138 1.09
28,600,000 005 1,310,800,000 1.51 1,339,400,000 0,90
271,100,000 0.43 771,400,000 0.85 1,042,500,000 0,70
t
36,999,000 0.06 + 91,546,200 0.1 128,545,200 0.08
5 592,249,337 894  15,725437,989 18.13 21,317,687,326 14.28
6,582,787,337 10.52  22.263,209,024 25.68 28,845,996,361 19.32
22,299,774 814 3565  72,715,027,790 83.85 95,014,802,604 63.65
62,558,662,803  100.00 100.00 149,285,034,996  100.00

the sale process of CTEEP’s shareholding control.

(b)
‘category and class.

86,726,372,183

|
!
1
i

|
i

Refers to investment club of employees and retirees who jparticipated in the stock offering, arising from

Includes shareholders who, individually, hold shares in a percentage less than 5% of the total of each

Credit S Fir Bos Eur Limited.................
Pension plan for Banco do Brasif's

31
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2. Shareholding position, by category and class, of holders of more than 5% of each category and
class of shares of the Company, directly or indirectly, up to the level of individual

| 09/30/06

\
' Number of shares - in units
Common % { Preferred % Total %
|
{SA Capital do Brasil S.A.
Interconexion Eléctrica S.A.ESP................ 506,200,897 10000 - - 506,200,997 100.00
Board of Dir@ctors.........coovevveevrmvvcrrecrercennne 3 -t - - 3 N
' 506,201,000 10000 | - - 506,201,000 100.00
Centrais Elétricas Brasileiras S.A. - !
ELETROBRAS !
Federal Government... . 244.328,120,835 53.99 ! 17,595,501,100 15.68 261,923,621 ,935 46.38
BNDES Participagdes SA BNDESPAR... 66,878,975,753 14.78 - 66,878,975,753 11.84
National Devetopment Fund (FND).... 22,810,794,898 504 | - - 22,810,794,898 404
Fund guaranteeing public-private |
partnerships (FGP).......cocoovvimvrvviinrecccecne 20,000,000,000 442 l - - 20,000,000,000 3,54
OHRBE. e e 68,493,872,064 21.77 94 641,986,275 84.32 193,135,858,339 34.20
452,511,763,550 100.00 | 112,237 487,375 100.00 564,749,250,925 100.00
BNDES Partic:pacﬁes S.A. - BNDESPAR (
BNDES - 1 100.00 - - 1 100.00
BNDES' i
Federal Government.......cccoccoeeveeniinineninn 6,273,711,452 100.00 | - - 6,273,711,452 100.00
: i
. f 09/30/05
! Number of shares - in units
Common % , Preferred % Total %
Centrais Elétricas Brasileiras 5.A. - :
ELETROBRAS .
Federal Government ........coeveniviinneens 264,328,120,835 58.41 I 17,595,501,100 15.68 281,923,621,935 49.92
BNDESPAR ... 67,516,953,798 14.92 : 346,083,390 0.31 67,863,037,188 12.02
National Development Fund (FND) ....... 22,810,794, 898 5.04 | - - 22.810,794,898 4.04
L0117 PO P PPN 97,855,894,019 21.63 1 94,295 902 885 84.01 192,151,796,904 34.02
| 112,237,487,37 100.0
452,511,763,550 100.00 | 5 0 564,749,250,925 100.00
|
BNDESPAR '
BNDES......oo e eecsnis i 1 100.00 l - - 1 100.00
 BNDES i
Federal Government.............ccceveereeerns 6,273,711,452 100.00 - - 6,273,711,452 100.00
!
i
f 1
|
[}
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